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I. INTRODUCTION

QRDER ON CQMPUANCE FlUNG

'On May 28. 1997, in its Order in NYNEX n..P. D.P.U. 96-106 ("D.P.U. 96-106"),

the Department of Public Utilities (now the Department of Telecommunications and Energy)

("Depanment") adopted an intraLATA presubseription ("ILP") implemenation plan for New

England TclephoDe and Telegraph Company d/b/a NYNEX (DOW d/b/a Bell Atlantic-

Massachusetts) ("BelJ Atlantic" or "Company").1 In that Order. the Depanment. in

approving in part and denying in pan Bell Atlantic's proposed ILP implementation plan,

reqUired the Company to make a compliance filing to correct cenain deficiencies in its ILP

implementation plan and to submit a revised plan and revised wiffs. D.P.U. 96-106. at 65.

Besides modifying certain policies and procedures contained in the Company's plan. the

Department ordered Bell Atlantic to submit with its compliance flling a new "cost-based"

Primary Interexchange Carner ("PIC") change charge, supported by an incremental cost

srudy and a revised Equal Access Cost Recovery Charge ("EACRC").

On August 18, 1997, Bell Atlantic submined its compliance filing, including a

revised ILP implementation plan with supponing documentation, and revisions to tariffs

M.D.P.D. Nos. 10 and· IS.) The tariffs were filed for effect October 10, 1997, and would

r'.
I

1

On June l8, 1997, Bell Atlantic filed a Motion for Clarification concerning the
procedures that the Department required the Company's customer set\lice
representatives to follow when taking orders for "local service" from new customers.
The ~~~~n~ addresses that Motion in a separate Order issUed tOday. The
detenmnattons an th~t Order have no affect on the issues considered in this Order.

The Company initially submitted its compliance filing on August I, 1997, with an
. (continued ...)
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be implemented coincident with Bell Atlantic's entry into the imerLATA long distance

market in MassachusettS. On October 9. 1997. the DepanmeDt suspended the effective date-.

of the tariffs until April 10, 1998. The Depanment's review of the Company·s compliance

filing was docketed as D.P.U. 96-106-A, (now D.P.U.JD.T.E. 96-1()6.A).

All panics to thc original case also are parties to this docket. On December 18,

1997, the Department held ill teChnical conference to review the compliance filing. On

February 2, 1998, the Attorney General of the Commonwealth ("Attorney General"). AT&T

Conununications of New England. Inc. ("AT&T"), and Mel Telecommunications Corp.

("Mel") filed cC?mments on Bell Atlantic's ILP compliance filing. On February 9. 1998,

r' Bell Atlantic filed reply comments.3

In addition to the comments, the record in this ease includes Bell Atlantic's responses

to 51 data requests issued by the Depanment and AT&T, which have been marked as

Z(. .. continued)
effeC:live date for the revised tanffs of August 31, 1997. At the Department's
direction. Bell Atlantic withdrew and refl1ed itS compliance filing on August 18.
1997. .

J On September 11 and 26, 1997, respectively, the Hearing Officer in D.P.U. 96-106
sought initial and reply comments from parties on the Company's compliance filing
and on the effeet of the AUgus~ 22, 1997, decision of the Eighlh Circuit Court of
Appeal vacating the Federal Communication Commission's ("FCC") ILP rules that
concerned intraLATA telecommunications services. ~ Pccm1e of the Stare of
California Y, FCC, 124 F. 3rd 934 (8th eir. 1997) (Coun concluded that FCC
exceeded itS juriSdiction in promUlgating rules that govcm intrastate dialm, parity.
which jurisdicti0:n the COUrt found lies with states; vacated 47 C.F.R. §§ S1.205
51.215). Initial comments were filed by Bell ~t1antic, the Attorney General. AT&T,
Mel. and the New England Public Communications Council. Reply commentS were
filed by Bel~ Atlantic. AT&T. and Mel. Pursuant to 220 C.M.R. § 1.10(3), the
Depanment hereby incorporates by reference the above-referenced comments filed in
docket D.P.U. 96-106 into the record in this proceeding.
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exhibits. and six record responses. Lam)'. on February 23, 1998. AT&T flIed a request for

the Depanment to take adminisuative notice of aJ~ 30, 1998. Hearing Officers'

proposed decision in Vc:rmont Docket No. 5713 concerning me Ben Atlandc ILP PIC charge

for that state. On Febroary 25, 1998, Bell Atlantic fued an objection to AT&T's request.

As noted by Bell Atlantic. the Vermont Hearing Officers' proposed decision is DOt a final

decision o( the Vennont Public Service Board. and we thelefore decline to take

administrative notice of the Hearing omcers' ruling.

II. COMPUANCE FILING

A. ILP Implementation Costs

In response to directives in D.P.U. 96-106, Bell Atlamic proposed $219.957 in

additional customer education costs, includiDg 59,193 for issuance of a second II.P bill

insen; S171,562 for establishing a separate group of represenratives to handle generic ILP

questions; 598,820 for a voice response unit that will allow callers to choose from different

options when calling the iDfonnational 800 number: and $10,122 to cover the cost of

distributing a list of participating ILP earriers to customers who request a copy

<Exh. BA-MA-l. An. C)."

In D.P.U. 96·106, at S7-S8. the Depanment allowed Ben Atlantic to recover foregone

revenue from waiving the PIC change cbarJe for the first 90 days of ILP implementation. In

its compliance filing, the Company proposes an additional $632.000 in costs to aCCOunt for

~rom the total additional coStS, Bell At1aJltic SUblracred 59.740, which had been
~cluded in Bell Atlantic's initial ILP COst eStimates to cover 800 number exj>enses
WL. at 3). '
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these foregone revenues (Exh. BA-MA-l, An. C).

In addition to the above eosts, Bell Atlantic also proposes that the Dcpanment vacate
I

its finding in D.P.U. 96-106 that prevented recovery of approxiniarelY $1. 1 million in costs

associated with "field methods and suppon coses" aDd "custorner-contaet trainmg and suppon

costs." D.P.U. 96-106, at 57. In its Order, the DepanmCDt found that these costs were not

recoverable under the FCC's cost recovery rules Which, as noted above. have since been

vacated by the Eighth Circuit. Id.; see Second Report and. Order and Memorandum Opinion

and Order, CC Docket No. 96·98, FCC 96-333,' August 8, 1996 ("Second RepoI1 and

Qrder"); P~ple of [he State of California y. FCC, 124 F. 3rd 934 (8th Cir. 1997).

r·, 1. Positions of the Parties

a. Bell Atlantic

Bell Atlantic contends that because the FCC's cost recovery rules have been vacated,

there is no legitimate reason to prohibit the Company from recovering "fICld methods and

support costs" and "customer-contact training and suppon costs," since these costs would not

be inOlrred but for ILP (Bell Atlantic: Sept. 19th Comments at 2). In addition. the Company

argues that the costs 1.0 establish and maintain a separate ILP group of service representatives

.arc allowed under the Depanment's Order. which states that the Company "will be allowed

to recover the reasonabJe incremental costs of itS n..P-sPecific group as pan of the ILP

customer education eosts~ (Bell Atlantic Feb. 9th Comments at 15,~ D.P.U. 96.106,

at 32). Further, Bell Atlantic maintains that me Depanment's Order does not preclude the,

Company from staffmg this group on a contract basis, but merely precludes the Company

from hiring additional employees (Bell Atlantic Feb. 9th CommentS at IS).
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AT&T arsues mat the Eighth Circuit's decision requires no change in the
• t

Department'S original findings because those findings are consistent with, and RJy on,
o

Department precedent as well as on me Telecommunications Act of 1996 (the "Ac!"') (AT&T

Sept. 19th Comments at 9). In addition. ATaT argues that Bell Atlantic should be denied

recovery for costs associated with Itp-spec:ifle representatives since me Company's existing

CustOI'~er service personnel could be redeployed <a at 8). AT&T also questions the

accuracy of the Company's cost estimates. contending that the estimates are based on

unsubstantiated assumptions regarding the rotal number of ILP caIls to be handled and

estimated costs for the voice response unit ~; AT&T Feb. 2nd Comments at 8).

c. Me

Mel submits that the Eighlh Circuit's decision does not require cbmges to

D.P. U.96-106, but does pennil the Department [() reexamine issues that were dctennined

based on the FCC's rules (MCI Oct 3rd Comments at 1). Mel claims that if the

Department concludes that it would not have ruled the same way as the FCC on cost issues,

then it must reopen the record and pennit parties to address these issues (!!t. at 2).

d. NEPCC

The NEPCC argues that the Eighth Circuit's decision bas ~ effect on the ILP
I

implementation costs fmdillis in D.P.U. 96-106 (NEPCC Comments at 1).

2. Analysis and Finding

We first address the reasonableness of the new customer cdw:adon costs which, as

noted above. were proposed in comPJiance wirh Department directives in D.P.U. 96-106.
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Bell Atlantic estimates it will incur au additional 59,193 to prepare and distribute a second

bill insen, as required by the Depanment. The Company's also estimates that it will irx:ur
) .

598,820 to provide for a voic;c response unit. which the Department required, that wiU allow

callers 10 cboose from different options when caUioc the iDfonnatioDal 800 number. That

estimate is based on a projected 137,250 customers caUing the information 800 number, an

estimated call duration of four minules, and an average voice response unit COSt per minute

of $0.18. In addition, Bell Atlantic estimates lhat it will cost S10,122 to prepare and

distribute a list of panicipating ILP eamers to customers who request a copy, as directed by

the Department (Exh. BA-MA-l. An. C). These costs total 5118.135. We fmd the

Company's costs estimates reasonable and approve the costs as proposed. finally. we note

in response to AT&T comments, that these cost estimates will be tlUed-up by the Company

based on actual expenses, and the Ccmpany's EACRC will be adjusted accordingly. See

D.P.U. 96-106, at 52. Furthermore, since we inclUde Bell Atlantic in the EACRC cost

recovery mechanism. Bell Atlantic will be assessed the majority of the ILP implementation

costs (at least at the be,mning of ILP implememation). since it has the majority of access

lines.

In our original Order. we directed Bell Atlantic to "make available a separate group

of service representatives to answer generic ILP questions that may not be addressee! by the

biJI inserts or the pre-recorded message OD the 800 JLP liDe." D.P. U. 96-106, at 31. The

Department specifically stated that Bell Atlantic should use "existing customer SCrvi~

personnel ~ but left it up to the Company to determine appropriate staffing numbers and

mining. rd., n.18. Our intent was not to create a "(mancially burdenso~e" mandate.· If!..
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at 31.~ In contravention of the Department's directive, Bell Atlantic states in its compliance

filing that it will hire outside workers to staff these positions (Exh. BA-MA·26).,
Accordingly, we fmd that rhe Company has not complied wim our direetive concerning

staffing of the sep~le group of representatives to handle ,eneric ILP questions. Therefore.

we deny recovery of the additional wage costs for outside workers. The Company ealcu13te.d

the ge.'neric ILP group costs of $171,562 based on an average labor rates in current contracts

Bell Atlantic bas wiIh vendors to perform customer contact functions (Exhs. BA-M~.l. An.

C; BA-MA-2S). Based on this cost estimate. we will exclude 5137,250' in vendor-based

labor and ....age costs from the $171.562 toral for this category. However. the Department

will allow recovery of die remaining $34,313 in this cost tatelory, which covers the

estimated costs for training and. sct-up of the voice response unit. which, as noted earlier, the

Deparanent required in D.P.U. 96-106. Moreover. these COSl estimates will be trued-up

based on actual results.

We note that the record in this docket as well as the record jn D.P.U. 96-106 is not

well-<levc::loped on the issues of whether Bell Atlantic can adequately redeploy existing

customer service resources or whether use of those resources is more cost·effective than

using outSide workers. 'If, in fact, there are reasonable consuaims to redeployine Company

,

6

~e Department,s:atecl: "We also rmd thar dlis ILP·speeific customer service group
Will not be fmancJaJly burdensome to the Company, since we are not requi:rina
N~EX to hjre additional employees, but rather, to redeploy .existing eustomer
servl~ personnc)." D.P.U. 96--106. at 31.

The labor and ~ge figure was derived by multiplying the estimated number of
68,625 calls that would be handled by the ILP group times the wage/labor estimate
of $2.00 per caU (68.625 tails x 52.001;15137.250) <Exh. BA-M:A-2S).
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personnel, or if use of outside workers is consistent with the cost-savings rationale of our

Order, men the Department may reconsider its oripnal directive. Therefore. we will aJlow

the Company to present evidence OD these issues in its compliance riling~ and panics will

have a chance to rebut any such evidence. If the Dcpanmem reconsiders iu directive, and

a.1Jows the Company [0 use outside workers, then we will allow recovery of the preViously-

denied costs.

In addition to the above cost. Bell Atlantic proposes that the revised ll.P

implementation ~osts also include $632,000 in foregone ILP PIC charges, associated with a

waiver of the ILP PIC change charge for the flrst 90 days of ILP implementation. Bell

Atlantic's estimate is based on results from ILP implemenwion in New York. In

D.P.U. 96-106, at S8, the Department found that Bell Adantic could recover the foregone

PIC change charge revenue. Bell Atlantic's estimates, which are based on the Company's

experience in New Yorle, appear reasonable and are approved. Furthennore, these estimates,

like the Company's adler eoSt estimates, will be wed up based aD actUal data.

Lastly. we address Bell Atlantic's request to recover the costs of the two

previously-denied cost categories: field methods and suppon COSts, and customcr-contaCI

training and suppon costs. In D.P.U. 96-106, me Depamnent disallowed these cost

categories because the costs were not recoverable, pursuant to !be FCC's SteaM Repon and

~. D.P.U. 96-106" at 57;~ ~Dd Repon and Order at '95. As noted earlier, the

FCC's intraLATA dialing parity rules. including the requirements on cost recovery, have
.

('. been vac:ated by the Eighth Circuit. Thus. the Department may detenninc. based on our own
. ,

findir.gs of what is reasonable and appropriate, whether recovery is warranted. The standard
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we will apply is whether these costs are direttly related to ILP implementation aud

reasonable. I
1

Bell Atlantic's proposed field Methods and Support costs. which lotal $447,8S6,

"relate to teebJ1jeal, network planning, aDd operation costs involving switch software system

and other related changes associated with ILP implementation" including "costs to develop

and implement the following: an operation ILP trial; teehD.ical billin, systems modifications

to apply the LPIC change charge to the carrier or end user and to apply the ILP cost

recoveIY charge to the camer; handling of ILP relate" trouble repons~ and ILP switc~

provisioning U, to iniroduce the 2..PIC feature in the switehes)~ (Exh. BA-MA-13).

Customer Contact Training and Suppon costs, which toral $670,222, are "consumer

education COSts IlIaI will be incuned solely to implement ILP" and involve traiDiDg of

customer service representatives in "the proper handling of a variety of consumer-related ILP

issues, such as processing LPIC requests and chDges. explaining lO-XXX when DO LPIC

selection is made, handling LPIC disputes and LPIC freezes, aDd applying the LPIC-charge"

<m.,). These are casu apart from the costs associated with training the ILP-specifsc group of

customer service representatives (Bell Atlantic Feb. 9[11 Comments at 17 n.ll).

Based on Our review of the record evidence, we faDd that both of the above cost

categories are directly reJated to ILP implementation and would DOt be incurred but for

,impJ~mentation of ILP. 7 In addition. we fmc:! BeJJ Atlantic's estimates for these cost

,
We disagree with MCI"s procedural IJ'IUlI1eIlt about reopening the record. The
Department was not required (0 reopen the record in D.P.U. 96-106. Panics in this
docket were given notice at the start of this case that the Department would ·be

(~ODtinucd .•. )
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categories to be reasonable. Like other costs, these wiJI be trued up based on actUal data.

Accordingly. we allow Bell AElaDtic to recover its,:estima~ costs for Field Methods and

Support activities and CUstomer-eomaa Training and Support activities..
Therefore. Bell Atlantic shall recalculate itS ILP implementation costs based on the

above fmdings and submit lhat recalculation in a compliance filiQg within 30 days of the dare

of this Order.

B. Cost)tecovetY Method

To reflecf the additional implementation costs attriburable to Department directives in

D.P.U. 96-106, Bell Atlantic proposed in its compliance filing a revised monthly Equal

,I""' Access Cost Recovery Charge ("£ACRe-) of $0.OSI452. to be applied to all carrier

presubscribed lines in Massachusetts (Exh. BA-MA-l. at 24). Although the Company's

compliance filing contemplates Bell Atlantic bearing a proponional share of ILP COS[S, as.

reqUired by the Depanment"s Order. Bell Atlantic separately proposes that it be excluded

from application of the EACRC. since the FCCs cost-recovery rules mandating paniciparion

of all c:arriers have been vacated by the Eighth Circuit.

7(..•C~~)

reconsidering me: question of whether BeJJ Atlanti~ should be em:itled to recover costs
that we bad p~ously deDiec1, purswmt to the FCC's n.P JUles that were !ben in
effect. In addition. the Depanmem allowed panics the opponuniry 10 tesI me
reasonableness of those expenses in this docket. as well as in D.P.U. 96-106. See
September. 1.1. and 26, 1997 Hearing Officer Notices in D.P.U. 96-106 (Department
~uested Imtlal and reply comments. respectively, on Bell Atlantic's compliaDCC
filUlg and effect of Eighth Circuit Court of Appeal's decision vacating FCC ILP
roles); sec also AT&T Sept. 19m Conunents at 2-4.
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Bell Atlantic: contends that its original proposal to apply the £ACR.e to aU carriers.

includ,iftl itself, was offered solely to comply with the FCC's cost lU:overy rules (Be))

Atlantic Sept. 19th CommentS at 4). Now that those rules have been vacated. BeU Atlantic

argues that the DepartmeDt should adopt a cost recovery memod that excludes the Company

and places the costs of n..p implememation only on interexchange carriers. because, it

contends~ those camers will receive all of the benefit of II.P llil at 4-5).

b. M.Cl

Mel argues that Bell Atlamic. and not the Department. relied on the FCC's rules in

making its cost-sharing proposal. and, therefore, this issue should not be reconsidered (MCI

Oct. 3rd Comments at 2). In addition, Mel maintains that ILP costs should be shared by all

camers including Bel" Atlantic, since ILP benefits all camers, not JUSt interexchanae carriers

CIXCs") W!:. at 2-3).

c. ~C

The NEPCC arilles that me Eighth Circuit's decision bas DO affect on the cost

recovery rmdings in D.P.U. 9&-106 (NEPCC Comments at 1).
I

2. Analxsis aDd Fiodin&s
!

In D.P.U. 96-106, BeJI Atlantic proposed, aDd the Department adopted, the EACRC
,

method because it complied with the FCC's COSt recovery requirements. D.P.U.96-106, at

56-51 ("Paragraph 95 of die FCC's Second R@POIl and Order allows LEes to recover

[allowed ILP implementation costs] fmm all toU service providers and local exclaanae service
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p!Ovjdeq using a competitively neutral allocator established by the state." (emphasis added».

Since the FCC's cost recovery roles have been VI~ted, we will consider whelber Bell
. 1 .

Atlantic should be excluded from participating in ILP implememation cost recovery.

We disagree with BeU Atlantic's claim that ILP solely benefits the IXCs. and.

therefore. only the IXCs should bear the costs of ILP implementation. While it may be true

that in the initial srage of ILP implementation, IXCs wiJ) benefit more than BeIJ Atlantic. in

Wt a signjticant regulatory banier to full customer choice in the imraLATA toll market will

have been lifted. However, over time. ILP will benefit all competitors in the intraLATA toll

market, since customers will have the freedom to switch carriers at will. FuJI and fair

customer choiee benefits all competitors in a giveD market. Thus, we flDd that

presubscription will benefit all intrastate loll ~ers in Massachusetts and that cost recovery

should be shared by all intrastate'toll carriers, including BeU Atlantic.

Accordingly, based on our own fmdmgs of what is reasonable and appropriate, the

Department reaffums its determination in D.P.U. 96-106 that Bell Atlantic shaD panicipate

in the EACRC cost recovery method. We direct BcD Atlantic to recalculate and tile a

revised EACRC within 30 days of dte date of this Order.

c. LPIC Cbange Charge

In D.P.U. 96-106, the Depanment fOUDd that Bell Atlantic bad Dot shown that its

proposed $5.00 chalie to process an intraLATA PIC change ("LPte") .as reuonable or

·cost..based." D.P.U. 96-106, at 49. The Dcpanmem ordcrc:d BcD Atlantic to couciuct a

cost stud~ and file a "cost..based" rate element with its compliance rl!ing.

Bell Atlantic submined an iocrementaJ cost study, demonstratimg mat the Company
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incurs a cost of S3.08 for an LPIC change (Exb. BA-MA-l. LPIC COst Study). Based on

those results. the Company proposes that the Department approve a S5.00 charge for LPIC
I,-

changes which Bell Atlantic claims is a cost-based rate.

The Company derived the S3.08 LPIC change charge by calculating the total costS for

both mechani%ed and.manual processing' of LPIC changes WL at 1). The IOtal maDual cOStS

are 55.89 per LPIe; the lora) mechanized costs are 52.14 per LPIC (id.). Bell Atlantic

estimates that 75 percent of lPIC changes will be mechaniud and 25 perceDt will be

manual (id.). The Company mUltiplied those percentages by the respective mechanized and

manual total cost figures. and then added the results together to arrive at the 53.08 LPIC

change COS[ W1J.

The toral mechanized proeessinl cost figure of $2.14 includes $0.01 in labor costs for

dedicated LPIC freeze personnel. $0.72 in labor costs for cUSIOmer service representAtives to

impl~en[ a LPIC freeze.9SO.]3 in labor costs for representatives to halld1e LPIC changes

thal -fal) out" of the Company's automated informatioDldata base system ("NYNEX

SUbscription System" ("NSS"» and subsequently Rquire manual interventiOD, and 51.28 in

•

9

Under the manual method, a customer contacts the Bell Aclantic service representative
to request an UIe chan.e. A LPIC request must also be processed manually when
there is a PIe freeze on me customer's account. [A PIC freeze pro~ a customer
from having his presubscribed carrier swirched wHbout rhe eustomers' c:onsent (i.e.,
"slamming").] Under the mechaDizedlautomated method, a customer authorizes
another carrier ~ comact the Company to request an LPIC chaDge. In most cases,
~ese reque~ts arc sem 10 the Company mechanically, although some rcquesu are sent
VIa ~agnctlc tape or paper (Bell AtJanti~ Feb. 9th Comments at 8.9).

The Company calculated its projected number of LPIC freezes by mUltiplying the
percentage of New York LPIC freezes by the number of access lines in MassachJ,lSettS
(Exh. BA·MA·l. LPIC Wor.lcpaper at 6-7; Exh. BA-MA-28)..
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shared eosts incurred to perform ~th interLATA ("pIC·)'o and intraLATA LPIC changes

Wl at 1; Tr. at 69, 114-115).11 The shared costs includes SO.77 per LPIC change ($13
I

million) for costs associated with the Company's scrvicc-order management system. and

labor/wage expenses associated with maintaining the Company's NSS system, as well as

labor costs associated with employees that address all PIC and LPIe issues (Exh. ~A-MA-l,

LPIC Workpaper at 7. 11).

The Company calculated the total manual processing costs ($5.89) by adding the

mechanized processing costs (52.14) to the estimated labor costs incurred by a customer

service representative to manually process a LPIC change ($3.75) (Em. BA-MA-l, LPIC

"..-.., Cost Study at 1).

1. Positions of the Parties

a. Bell AtlamK:

Bell Atlantic argues that its proposed $5.00 LPIC chanee charge complies with the

Department's requirement that the Company submit a "cost·based" rate, as demonstrated by

the Company's incremental cost study, which shows the cost of a. LPIC change. of $3.08

(Bell Atlantic reb. 9th Comments at 2-4). In counrerina arguments of the interVenors. the

Company claims that me Depanment's use or the tmn "cost-based" means only that itS LPIC

ehallle charge must be related to the cost of the service, nOt that it bas to be set exactly at

20

11

Hereinafter the Depanment will refer to interLATA and iDtraLATA PIC changes as
"PIC· and "LPIC" changes. respectively. -

The NSS s~tem tracks and notifies carriers of all PIC aDd LPJC cbaqeS
(Exh. BA·MA.l).
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The Company~ notcs that a $5.00 LPIC change eharge would be comparable to
1

the current $5.00 rate that is charged for incerLATA PJC changes. and argues that a uniform. .
S5.00 rate for inter- and intraLATA PIC cbaDaes in Massachuseus will minimize customer

confusion and is consistent with me Depanmcm's regulatory obj~rives of "simplicity,

understandabilitY, pUblic acceptability and feasibility of applicatiOD~ (Bell Atlantic February

9th CommentS at 3). In addition. the Company emphasizes that it will apply only one S5.oo

charge for customers that request both PIC and LPIC changes at the same time (id.).

Bell Atlantic also opposes the: Attorney Generafs recommendation for separate LPIC

changes for business, residential. and payphonc customers, claiming that it would be overly

confusing to customers and difficult for the Company to administer, particularly when the

LPIC change request is made by a carrier acting on a customer's behalf CisL. at 3 n.3).

In response [0 criticism of its LPIC cost' study, Bell Atlantic argues that the COS! study

is a forward-looking incremental COSt smdy consistent with the Department's methodology.

and that the study docs not contain miscalculated or overswed costs (Bell Atlanlic Feb. 9th

Comments at 2). Bell Atlantic claims that, commy to AT&T and MCI·s allegations, it is

appropriate to include LPIC freezing costs in its cost study, as freezes serve as a consumer

safeguard against slamming. and thus the associated COStS arc directly related to the

implementation of ILP and to the ability of customers to chaDgc intraLATA toll carriers WL.

at 4-5). The Company maintains tbat absent ILP, dJere WOUld be DO Deed tor the Company

to proVide LPIC freeze capability M:. at 4). Further. the Company points OUt thaI if freeze

costs are not recovered in the LPIC change charge. then the cOSts would be recovered
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through a separate, aDd much higher, rate element Ckl at 6).

In addition. the Company argues that. contrary to allegations made by MCI. the use
j

I

of New York dara to determine the 7SfO/2SS mecbaniZcd/manuaJ ratio for LPIC changes is

reasonable, as evidenced by acb1al January through July, 1997, data, and QlDStitutes the best

infonnation available lid. at 9). Bell Atlantic contends mal MCI's recommendation to use

New Hampshire data, whicb showed a 82!l/18% ratio, is inappropriate. because ir is based

on a weighted average that includes the initial 90-day LPIC waiver period (id.). According

to the Company. the most current New HampshiIe post-waiver period data shows a

mechanical/manual ratio of approximately 76~/24C1, thw demonstrating the reasonablentS$

of the use of a 7S~/2S% ratio (id.).

with respect to the SO.77 per LPIC change in shared costs associated with the

Company's service-order management system. the Company contends that these costs are nOt

standard service ordering costs but are specific to processing LPIC changes <Bell Atlantic

Feb. 9th Comments at 11). Bell Atlantic also argues r1w these costs are not being recovered

elsewhere (id. at 12). In addition, the Company states that it is DOt using me term "shared"

in the classic regulatory sense (j.e.• "common" or "overhead" costs) but only to show that

these costs relate to both PIC and LPIC changes, and mat they Ire directly related to separate

systems and a dedicated PIC/LPIC processing group @.12 The Company emphasizes that

these costs would not be incU11'ed absent I PIC/LPIC change @, LastlY. Bell Atlantic

maintains that the labor' rates and wage inputs used in its LPIe change cost stUdy are

12
The Company prOVides as examples of shared costs the NSS wages, PIC process
owner costs. and NSS investment-related expenses (id.l,
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consistent with the methodology used in prior Department filiDIs WL. at 13).

b. Attorney Ggml \
.)

The Anomey ~nera) recommends separate LPIC change rares for residential,

busin~s. and. payphonc cuSlOmers because of rhe silniticanr differences in costs for each

(Attorney General Sept. 19th Comments at 3). He recommends a residential rate of SO.98, a

business rate of $2.67. and a payphone nle of $1.47. and supports rho~ rates through an

analysis and recalculation of the inputs to BeU Atlantic's cost stUdy Wi.. at 1·2).

First. the Attorney General maintlins that since the majority of !PIC changes will be

done mechanicaJJy by the carriers througb me Company's computer systems. there is no

reason for the Company to include $13 million in service order processing COSts, which

represent one founh of the total LPIC costs <m... at S; Anomey General February 2Dd

Comments at 1). He also maintains that the Company should nOl be allowed to recover

approximately $4.8 million of its "shared" costs, arguing that these are overhead costs which

the Company already recovers through other rates (Attorney General Sept. 19th Comments at

5-6). Lastly, the Attomey General argues that the cost study is not supported by sufficient

documentation WL. at 1-8).

c. AUT

AT&T claims thaI Bell Atlantic has ovenrated the COSt of processing an LP1C"Cban&e

and has failed to justify its cost estimates (ATetT Feb. 2nd Comments It 4). First, AT&T

argues the Company should not have included the SO.72 per LPIC cbanae for processing PIC

freezes, since they are caused by PIC changes O!:. at 3; AT&T Sept. 19m CommentS at 6).

Removing those COSts. accordin~ to AT&T, would produce a ralC of $2.36, which is rhe
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LPIC cbange rate that the Department should approve (AT&T Sept. 19th Comments at 6).

. AT&T also arpes that several other assumptions used by the Company to. deveJop the

LPIC cost study are inconsistent <i!l at 7). AT&T questions the method used by the. .
Company in calculating the cost per manual intraLATA PIC change. AT&T asserts that the

Company's results are excessive, and notes mat the Company was unable to suppon why it

takes 11.51 minutes~r line 10 process a PIC change for a business customer with multiple

lines (AT&T Feb. 2nd Comments at 8; AT&tT Sept. 19th Comments aE 7).

d. Mel

Mel claims that Bell Atlantic has overstated the cost of proCessing a LPIC change,

r· and that the Department should remove all unjustified COSts from the Company'5 coSt study

and then set the LPIC rate at that cost (MCI FebNary 2nd Commen~ at 7-8). In the

alternative. the Department should set the rate at Bell Atlantic's alleged cOSts ($3.08) iliL.

at 7-8). Also, MCI tomends that the Attorney General's suggestion for different rates is

inappropriate and unwarranted ~ at 6}.

Mel claims that the costs for PICILPIC freezes should be excluded since freeze costs

are not caused by implementing ILP or by processing a LPIC change (MCI Sept. 19th

Comments at 2; MO Feb. 2nd Conunents at 2-3). MCr also challenges the $13 million

included in shared costS for "service order pr~iag," uguing that they are embedded

overhead costs already recovered through other ntes ~; i4.. at 2-4). In addition, Mel
" .

claims that Ben Atlant~ has significantly o'Jerestimated the time required to process .a manual

LPIC change. panicularly (or business CUStOmers (id.).
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Pur$lWlt to G.L. c. 159. §f 17 and 20, the DepartmeDt must determine the justness
\

and reasonableness of Bell Adantic's proposed $5.00 LPIC tbaDge charJe. See~X

ImcrIocutOO' Order, D.P.U. 94-50 (February 2, 1995, at 35-36). As noted above, in

D.P.U. 96-106, 1he Department required Bell Atlantic to file a "cost-based" rate, supported

by an incrememaJ tost stUdy. D.P.U. 96-106. at 48-49.

First, we address the results of me incremental cost stucly. Based on the study, BelJ

Atlantic claims that the cost to process a LPIC change is 53.08. AT&T argues the cost is

only $2.36, while Mel claims the COSl is approximately S1.00. The Attorney General

contends that the cOSt varies depencling on the customer: $0.98 for n:sidemial customers;

$2.67 for business cuStOmerS; and $1.47 for payphone customers. Each of the parties'

conclusions, including Be1l Atlantic's, are based OD their own analyses of the inputS and

underlying assumptions of the Company's incremental cost study. For the reasons discussed

below, we fmd Bell Atlanric:'s analysis persuasive.

Included in the cost study is SO.73 per LPIC change for costs associated with LPIC

freezes. The intervenors arsue that LPIC freeze costs arc not caused by 1J>IC cbanges.

However, as pointed out by Bell A~tic:. thete would not be a ueedfor an LPIC freeze if

Bell Atlantic did not offer tLP (Exh. BA-MA-9). We fmel these costs to be directlv,
.;

attributable to LPIC changes.

BelJ Atlantic also has, i:acJuded ill its cost study approXimately 518 million in ·shared"

r· costs. composed of 513 miUion in service order proce~ing coStS and 55 million in other

shared COSts (Exh. BA-MA-I, WorJcpaper 11). The parties argue tha~ these costs are nOl
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related to ILP and are historical costs already being recovered through other rates.

However, the record indicates that the service ordpiDI ~osts included in the ~C study are

expenses associated \1Iith implemcntina and mainraiDing databases and application systems.
associated with the initial provision of presubseription (AG RR-3). Since the Company must

generate a service order to process a LPIC change, as well as update its customer ·account

and billing record information to incorporate the LPIC change, Bell Atlantic's infonnation

and operating systems wiJl need to be modified in order to handle the intrOduction of ILP.

Therefore, we find that these COSlS are incremental costs caused by the provision of

presubscription.. In addition, the record demonstrates that rhese costs are 1LP speeifie costs

incurred as a result of PICJLPIC processing and are atrribu~ble to separate systems and a

dedicated group whose sole function is to suppon the presubscription process WL.>.

AT&T and Mel also question the method used to dermnine the estimated labor COStS

of $3.7S to process manual LPJC chan;es. The Company conducted a survey by polling

approximately 400 service representatives, requesting that they estimate the time it took to

process a request to change an LPIC on a per line basis (MCI 0-1; Exh. BA-MA-:::Z). The

results of the survey indicate that. on average, it takes less time for a representative to. .

process a manual LPIC change for a residenrialline (3.44 minutes). tbaD it does [0 process a

change for a business line (11.51 minu~) (Exh. BA-MA-l, Workpaper 9). To validate the

resuJu of its survey, Bell Atlantic conducted a sWistical analysis of the data to calculate the

relative precision of the Company's time estimates (Exh. BA-MA-20). The star.istic:aJ results

('. showed that the service represenratives times used in the LPIC smdy reflecred a relative
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precision of 17.91" (id.).J3 Although die intervenors argue Ihat the Company's time

estimate of 11.51 minutes for processing a manual LPIC change for a multi-liDe business
l'

customer is excessive in relation to the time estimate for a single-line business customer, we

are Dot persuaded by such evidence. Therefore, we find the Company·s methodology and

survey results 10 be reasonable, and we will aUow the recoveJY of service represenutives'

manual costs in the LPIC c:hange charge.

Finally, the Attorney General bas presented evidence of differem:es in die c:osts to

process LPIC changes between different customer classes, arguing that the Company should

have separate rates for residential, business, and payphone customers, rather than one

averaged rate (Auomey General Sept. 19th Comments, An. 1). While we ac:knowledge that

c:ost differences may exist between these classes of cUStDmeJ's. we agree with Bell Atlantic

and Mel that those differeDCcs alone do not justify requiring Bell Atlantic to char,e different

rates . C~ntly. BelJ Atlantic' 5 systems are UMble to differentiate between residential,

business, or payphone LPIC changes in order to bill different rates (~. BA-MA·12). Such

a capability would require the Company's internal systems to be modified. In addition, since

Bell Atlantic applies an identical 5S.OO charge for interLATA PIC c:baDges for aU customers,

carriers do not currently bave to differentiate when SUbmittiDg orders for PIC changes @.

Therefore, it is likely that IXCs' systemS also would need some modifications to allow for

this capability (id.) The additional expenses to implement differential billing by customer

class would increase the overall COSt of ILP implementation. Tberefore. we rejec:t the

r--
I IJ

According to BeJl Atlantic. in general, statisticians try to achieve a relative precision
of 15-20% range (Exh. BA.MA-20).
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In summary. based on the record evidence, we fmd that Bell Adamic's cost analysis
f

(wh.ieh demoDStrates that the cost of processing 3D !.PIC cbaDge is 53.08) is reasonable.

Next. we must determiDe whether the COmpaDy's proposed $5.00 charge is reasonable.

In requiring Bell At1amie to (LIe a "cost-based" rate in our Order in D.P.U. 96-106,

the Department also DOted that the rate "should reJare to the cost of providing the service."

JJL at 49. Thus, the Department did not require that the rate be set at the incremenr.aJ cost of

providinB the service. In D.P.U. 1731. at 19-24, the Department established the fonowing

rate StJUcture goals for Bell Atlantic: economic efficienty; fairness; simplicity; earnings

stability; continuitY; and universal service. See tliQ D.P.U. 89-300. at 11·12 (1990). For

purposes of judginc the reasonableness of Bell Atlantic's LPIC charge, we must balance the

goals of economic efficiency and simplicity. I' Setting the rate exactly at $3.08 would

maximize economic efficiency. since it would reflect exactly the additional COSt of providing

the service, but we fand that administrative simplicity and me avoidance of customer

confusion are mOR important goals in this case. Currently, Massachusetts consumers arc

familiar with a S5.oo PIC charge for interLATA prcsubscription changes. The application of
.'

a unifonn $5.00 charge for both interLATA and intraLATA chaoges wiD be easier for

customers to understand and will minimize customer confusion. In addition. the record

14
&ono~c eftic:iency means ~t Ihe rate structure should reflect the COSt of providing
the servIce UKI therefore furmsh an accurate basis for comumers' decision about how
best to fulfill their needs. Simplicity means that the rare strUcture should be easy to
~~tand, so that consumers can make appropriate de:isioDS. D.P.U: 89-300. at
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indicates that Bell Atlantic 'Would have to modify both Us customer- and ca.nier.bllliDS

systems to accommodate different charges for PIC~ancl LPJC changes. This would increase. )

the cost of ILP. finally, as ordered in D.P.U. 96-106, at 49-50. the $5.00 LPIC charge will.
be waived for customers for the flfSt 90 days of ILP implementation. This 9O-day waiver is

in addition to the Company's ~quiremenllo apply only one $5.00 charge - the interLATA

PIC charge -- when a customer makes both a PIC and LPIC dw1ge at me same time. Id.

Thus. in balancing the goals of economic efficiCDC)' and simplicity. as weD as taltiDg into

account these other considerations. we fmd that Bell Atlantic's $5.00 charge is reasonable

~d thus approve it.

,~ D. Municipal calling Service

r·

Municipal CallinJ Service (IIMCS") is a non-optional service proVided by Bell

Atlantic whereby toU calls within a municipality served by multiple excbangcs are biJJed as

local calls. As discussed in the original ILP Order. because of technical limitations, the

Company will no longer be able to provide ~CS [0 customers who have presubscribcd [0 a

carrier otber than BeU Atlantic (id.).1.5

In D.P.V. 96-106. the Depanment required Bell Atlantic to implement an approach

that was adopted by Bell Atlantic iD New Hampshire. whereby carriers would have me'

option of providing toU-Cree mUnicipality-wide calling. D.P.U. 96-106. at 23. AJletDaliveJy.

the carrier would be required to disclose to new customers that the carrier does DOt provide

IOU-tree municipal calling. ~ Also. for carriers diat demoDStrate to BeD Atlantic that they

Cus~omcrs eligible for MCS who choOse another 1011 curier will still be able to
receIVe MCS by dialing'l Bell Atlantic access code.
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allow loU-free municipality-wide calling. tbc Company is required U) waive access charges.

Id. at 21-23. In its compliance filiDI. Bell Atlanli~ included cbc following De'" language. ., ,

concerning CUstomer c:ontact: "In cases where a C:USlOmer contacts NYNEX directly and

chooses another carrier'of Choice, NYNEX will ask MCS elitible customers if the carrier has

discussed MeS. If Dot, NYNEX will objectively explain Mes.· (Eu. BA·MA·l. at 10).

1. PositioN of the Parties

a. Bell Atlantic

Bell Atlantic argues that, contrary to claims made by AT&T. nothing in

D.P. U. 96-106 requires the Company to refer CUStomers back to tIie carrier if that carrier bas

/-. not discussed MCS (Bell Adancic Feb. 9th Commems at 20). With respect to the waiver of

acc.ess chargcs, Bell Atlantic states that it intends 10 comply with the Order (id.). Based on a

demonstration by the carrier. the Company will adjust the applicable access charles WL.)

However, the Company does not plan to include a general waiver provision in The ILP tariff

(igJ.

b. AT&T

AT&T claims thaI the Bell Atlantic has introduced new MCS laDguaJe. in violation of

the Depanmem's Order, that would allow the Company to diseuss MCS with customers who

COnlaet the Company directly to make a PIC chanIe (AT&,! Sept. 19th Comments at 2;
: .

AT&T Feb. 2nd Comments at 2). AT&T argues that MCS is best explained by the carrier

of choice (igJ. In addition. AT&T DOleS that BelJ Adanlic's compliallCe f"ding or j~ lariffs

(- $hould co~tain a provision stating the Company's obligation to waive ac:cess charges for

earners who offer MCS service (id.).



. '.
..(.

JU~ 15 2001 09:18 FR BELL RTLRNTIC

RPR 10 '98 09:21 FR BELL RTLRNTJC

D.Ja.U./D.T.E.96-1Q6.A

212 575 7854 TO 17039740259

617 737 864B TO 7434830

P.28/33

P.41/46

Page 25

2. Analysis an4 Findinu

As noted in D.P.U. 9~106, under the NeV( Hampshire approach. aU IOU carriers are
1

requirtd. at the time of iDitial eusromer CODtlCt to advise MCS-eligible customers of whether

that particular carrier offers toll-free municipal calling. D.P.U. 96-106, at 21. If rhe

customer has not been iDfonned by the toll carrier, the New Hampshire approach requires

that Bell Atlantic provide objective information on MCS (EXh. DrE 1-3. citing New

Hampshire Public Utilities Commission Order No. 22,541. dated April I, 1997 I an~ Order

No. 22,606, dated May 28. 1997.). Thus, Bell Atlantic's proposal is consistent with the
I

New Bampshire approach. Moreover. if carriers adhere to their nOtification requirement,

Bell Atlantic'$ opportUnity to di~u$$ MCS with customers should be negligible. For the

above reasons, we find tbat Bell Atlantic's new MCS language complies with

D.P. U. 96-106.

ConceminJ d1e waiver of access charles provision, we agree with ATitT. It will

help to avoid future dispUtes if Bell Atlantic includes a provision in its n.P plan and qriffs

that unambiguously states that a waiver of access charges will apply for carriers who offer

MeS. The language should also indicate the manner in which a carrier must demonstrate (0

the Company that it is waiving toll charges on those MCS calls to be cligt"ble for the
. .

associated credit adjustment on access clwJes. This new IaDguage shall be f"l1ed with the

Depattrnent for approval within 30 days from the date of this Order.

E. Methods aDd Proc:edures. and IrabUng Materials

Bell Atlantlc's ILP plan contaiDs I number of provisions diat concern methods and

procedures gO\lcrniDg customer-CODtact issues. According to the Company. several of iis
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methocls and proccdure~. and supponina rniniDg materials have not yet been deVeloped

(Exh. DTE-12). For example. the Company states that it had Dot yet developed methods and,
l'

procedures for DeJoDmon and service-order personnel who support business. residence. and

interexc:hange customers. In addition, the Company indicates that it has DOt yet developed

the methods and procedures that wiD ensure that customer service representatives do not

improperly market Bell Atlantic toll services when setting up local service for customers

(ExIt DTE-6). Purthermore, Bell Atlantic's methods and procedures, and ttaiDiDg materials

concerning MCS contained information that was specific to New Hampshire, not

Massachusetts (Exh. BA-MA-4).

We believe it is important for a smooth ILP implemenwion for Bell Atlantic to have

all customer-eontact methods and procedures. as well as training materials, developed and

reviewed by the Deparanent well before the stan of the implementation. Therefore. we

direct Bel! Atlantic to develop applicable methOds and procedures. and suPportina training

materials, relative to the training of customer-eomact employees. and to rue those methods,

procedures, and training materials for Department review in a compliance fil~ within 30

days from the date of this Order.

F. Qpentor-AssjstecLloll CaUs

Bell Atlantic: previously identified certa.ift types of operator-assi&tecl toU caUs that.
would not be carried by the customer's LPIC, but instead would continue to be carried by

the Company. See D.P.U. 96-106, at 14. Since there was no eXistiDg technical alternative

to Bell Atlantic bein, the presubscribed carrier for rh~se calls, the Depanment found it

reasonable for these talls to be excluded from JLP treatmcm until new softw~ was
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In its compliaDce filing, the Company indi~tes 1lw its nerwork is DOW ~cally
. 1

capable of supporting the lrmsfer of "D·" dialed calls to the iDtraLATA carrier of choice

(Exh. DTE-l). Therefore. we direct Bell Atlantic to include PO-" dialed caDs in its ILP

implementation plan, and to revise its plan and tariffs to so reflect this change. The

Company shall submit these revisions as pan of a compliaDcc filing within 30 days from the

date of Ibis Order.

G. Miscellaneous Provisions

In comparing the" Order to BeD Atlantic's revised ILP impJememation plan, the

Depanment bas identified the omission of severa) key provisions. the inclusion of which are

essential for setting forth BeU At)antic's responsibUitie~. Tberefore, the Department directs

Bell Atlantic: to revise iu ILP implementation plan to include provisions ~uiring that:

(1) Bell Atlantic: track calls to the ll2 800 number on a month-by-month basis, and repon

monthly to the Depamnent the call volumes and. the number of customers making an

affirmative choice of an n..P carrier~ D.P.U. 96-106. at 30; Em. DTE-4); (2) the

Company establish a separate group of ILP-spccific representatives 10 answer generic ILP

questions that may not be adclressed by the biJ1 insens or 800 D..P line~

D.P.V.ID.T.E. 96-106; at 31); (3) ILP-specific represenratives be prohibited from discussing

the Company's servic:c:s~ Exhs. DT&6 and DTE-7); (4) the Company repon on a

monthly basis the pcrcemage of its inlraLATA 1011 martet share <R Exh. DTE-10); and (5)

the Company's service represcn~jves explain a customer's Qplional C~lJing Plan ("OCP"),

and specifically, how OCPs are priced, ~. the dial tone rare and usage components~
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D.P: U. 96--106, al 20; Exh. DTE-2).

m. 0lIDER

Accordingly, after due notiee aDd consideration. it is

ORDERED: that the Compliance FUiDg. submined to the Department on August 18,

1997, by New England Telephone and Telegraph Company d/b/a BeD Adandc

Massachusclts, is AEPROVED in pan. a:nd D.BNIED in part, as described herein; and it is

FURTHER ORDERED: that the revisions to M.D.P.U. Nos. 10 and IS. filed with

the Department on August 18. 1997. by New England Telephone aod Telegraph Company

d/b/a Bell Atlantic-Massachusetts. axe hereby DENIED; and it is

FURTHER ORDERED: That New England Telephone and Telegraph ~pany

d/b/a Bell Atlantic-Massachusetts shall file new tariffs, for effect September 1, 1998, and a

revised ILP Implementation Plan in compliance with the directives contained herein; and it is
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FURTHER oRDERED: That New &gland TeJephcme and Telegrapb Company

d/b/a Bell Atlantic-Massachusetts shall comply with aU other directives coarained herein.
. 1

By Order of the Deputment.

OI1J~S1·oncr



...
JUN 15 2001 09:19 FR BELL ~TL~NTIC

APR 10 '98 09:22 FR BELL RTu:lNTJC

D.P.U.JD.T.E. 96·1Q6.A

212 575 7854 TC 17039740259

61? 737 121648 TO 7434830

P.33/33

P.46/46

Page 30

-

Appeal as to matterS of law from any final decision, order or rulin, of the Commission may
be taken to the Supreme Judicial Court by an agrieved part)' in interest by the filing of a
written petition prayiD. that Ihe Order of me Com;mssion be modified or set aside in whole
or in part. Suc:h petition for appeal shall be filed with the Secretary of the Commission
wilhiD twenty days after the date of service of the decision. order or ruling of the
CommissiOn. or within such tunher time as the Commission may aUow upon request faleet
prior to the expiration of twenty days after ... date of service of said decision. order or
roling. Within teD days after such petition bas been f&Jed, the appealiDa pan)' shall enrer Ehe
appeal in the Supreme Judicial Coun sitliDg in Suffolk Counry by fJliDg a copy thereof with
the Clerk of said Coon. (Sec. 5. Chapter 25. G.L. Ter. Ed.• as most recently amended by
Chapter 485 of the Acts of 1971). .

** TOTAL PRGE.33 **
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